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(b) Special deposits for more than
one year, not offset by current liabil-
ities, shall not be included in this ac-
count but in account 1550 Special
Funds.

(c) This account should be charged or
credited for discount or premium on
United States Government securities
or other securities which should be am-
ortized to profit and loss account 80 In-
terest Income.

1200 Notes Receivable.
(a) Record here current notes receiv-

able including those from associated
companies, company personnel, and all
other sources.

(b) Balances of notes payable to asso-
ciated companies shall not be offset
against amounts carried in this ac-
count. Balances with associated com-
panies which are not normally settled
currently shall not be included in this
account but in balance sheet account
1510.3 Advances to Associated Compa-
nies.

[ER–980, 42 FR 29, Jan. 3, 1977, as amended by
ER–1401, 50 FR 241, Jan. 3, 1985]

1270 Accounts Receivable.
(a) Record here current accounts re-

ceivable including those due from the
United States Government, foreign
governments, associated companies,
company personnel, and other amounts
due for the performance of air trans-
portation.

(b) Amounts due from the United
States Government shall be main-
tained in such fashion as will clearly
and separately identify service mail
pay receivables, subsidy receivables
and other than mail transportation re-
ceivables.

(c) Amounts due for the performance
of air transportation shall include
gross amounts due whether settled
through airline clearing houses or with
individual carriers. Amounts payable
collected as agent shall not be credited
to this account, but should be included
in account 2190 Other Current Liabil-
ities.

(d) Balances payable to associated
companies shall not be offset against
amounts carried in this account. Bal-
ances with associated companies which
are not normally settled currently
shall not be included in this account

but in balance sheet account 1510.3 Ad-
vances to Associated Companies.

[ER–980, 42 FR 29, Jan. 3, 1977, as amended by
ER–1401, 50 FR 241, Jan. 3, 1985]

1290 Allowance for Uncollectible Ac-
counts.

(a) Record here accruals for esti-
mated losses from uncollectible ac-
counts.

(b) All accounts against which allow-
ances have been established shall be
examined quarterly for the purpose of
redetermining the basis of accruals to
be applied to subsequent accounting
periods and the reasonableness of al-
lowances already provided.

1300 Spare parts and supplies.
(a) Record here the cost of:
(1) Flight equipment replacement

parts of a type which ordinarily would
be recurrently expended and replaced
rather than repaired and reused;

(2) Unissued fuel inventories for use
in the overall or system operations of
the carrier. Adjustments of inventories
for aircraft fuel due to retroactive
price increases and decreases shall not
be entered in this account but in profit
and loss account 45, Aircraft Fuels and
Oils; and

(3) Unissued and unapplied materials
and supplies held in stock such as
unissued shop materials, expendable
tools, stationery and office supplies,
passenger service supplies, and res-
taurant and food service supplies.

(b) Costs paid by the air carrier such
as transportation charges and customs
duties; excise, sales, use and other
taxes; special insurance; and other
charges applicable to the cost of spare
parts and supplies shall be charged to
this account when they can be defi-
nitely allocated to specific items or
units of property. If such costs cannot
be so allocated, or if of minor signifi-
cance in relation to the cost of such
property, such amounts may be
charged to balance sheet account 1890
Other Assets and Deferred Charges and
cleared either by a suitable ‘‘loading
charge’’ as the parts are used or by cur-
rent charges to appropriate expense or
property accounts; so long as the meth-
od of application does not cause mate-
rial distortion in operating expenses
from one accounting period to another.
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(c) Reusable spare parts and supplies
recovered in connection with construc-
tion, maintenance, or retirement of
property and equipment shall be in-
cluded in this account at fair and rea-
sonable values but in no case shall such
values exceed original cost. Recoveries
of normally reparable and reusable
parts of a type for which losses in value
may be covered on a practical basis
through valuation allowance provisions
shall be included in this account on an
original cost basis. Scrap and non-
usable parts, expensed from this ac-
count and recovered, shall be included
at net amounts realizable therefrom
with contra credit to the expense ac-
counts initially charged.

(d) The cost of rotable parts and as-
semblies of material value included in
this account which ordinarily are re-
paired and reused and possess a service
life approximating that of the primary
property types to which related shall
not be recorded in this account but in
balance sheet account 1608 Flight
Equipment Rotable Parts and Assem-
blies. For purposes of identifying
rotable parts and assemblies of insig-
nificant unit value which may be in-
cluded in this account, a reasonable
maximum unit value limitation may
be established.

(e) Any losses sustained or gains real-
ized upon the abandonment or other
disposition of flight equipment expend-
able parts shall be taken up as capital
gains or losses in the periods in which
sustained or realized. (See balance
sheet account 1311.)

(f) Items in this account shall be
charged to appropriate expense ac-
counts as issued for use. Profit and loss
on sales of inventory items as a routine
service to others shall be included in
profit and loss accounts 14 General
Service Sales—Associated Companies,
or 16 General Service Sales—Outside,
and the parts sold shall be removed
from this accounts at full cost.

(g) Materials and supplies held in
small supply and purchased currently
may be charged to appropriate expense
accounts when purchased.

(h) An allowance for inventory ad-
justment applicable to materials and
supplies is prohibited. Items in this ac-
count shall be charged to appropriate
expense accounts as issued for use.

(i) Subaccounts shall be established
within this account for the separate re-
cording of each class or type of spare
parts and supplies.

[ER–980, 42 FR 29, Jan. 3, 1977, as amended by
ER–1401, 50 FR 241, Jan. 3, 1985]

1311 Allowance for Obsolescence—
Spare Parts and Supplies.

(a) Accruals shall be made to this ac-
count when allowances are established
for losses in the value of expendable
parts. The accruals to this account
shall be made by charges to profit and
loss account 73 Provisions for Obsoles-
cence and Deterioration—Expendable
Parts. Records shall be maintained
with sufficient detail to permit asso-
ciation of the allowances with each
class or type of expendable parts.

(b) The accruals to this account shall
be based upon a predetermination by
the air carrier of that portion of the
total inventory of each class and type
of expendable parts against which an
allowance for loss is to be accrued. Ex-
pendable parts issued for use in oper-
ations shall be charged to operating ex-
penses as issued and shall not be
charged to this account. If at the end
of any calendar year the amount of the
allowance exceeds the product of the
applicable inventory for the year deter-
mined consistently on a year-end or av-
erage basis, and the sum of the stand-
ard percentage accrual rates for all
prior years including the current, the
allowance shall be adjusted downward
by the amount of the excess. Such ad-
justments shall be charged to this ac-
count and credited to profit and loss
account 73 Provisions for Obsolescence
and Deterioration—Expendable Parts.

(c) Where changing conditions neces-
sitate a revision or adjustment in rates
of accrual, such revision or adjustment
shall be made applicable to current and
subsequent accounting periods and
shall not be applied retroactively to
prior accounting periods. Following re-
tirement of airframe or aircraft engine
types to which related, any balance re-
maining in this account shall be offset
against related balances carried in bal-
ance sheet account 1300 Spare Parts
and Supplies and the net cleared to
profit and loss accounts 88.5 Capital
Gains and Losses—Operating Property
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